

Chapter 4: Managing in a global environment
MN101 Principles of Management
Week 2 Tutorial activities
Part I. 
1	How would the experience of living and working in another country contribute to your skills and effectiveness as a manager in your own country?
Living and immersing yourself in another country is the best way to better understand any cultural differences that you may encounter in host countries, which can help with overcoming new and unexpected difficulties that may arise. No matter how many books or blogs you might read or advice and tips from friends and colleagues you may receive, it will never compare to actually living and working in another country. The experience may teach you tolerance and understanding of cultural differences, it may make you a better decision maker and negotiator, and it can lead to improved international experience, foreign-language ability and opportunities for promotion. 

2	What steps could a company take to avoid making product design and marketing mistakes when introducing new products into a foreign country?
The basic need is an understanding of the foreign culture and how the product will relate to it. One technique for adapting to foreign cultures is to use foreign nationals in the design and implementation of new products. This can be accomplished through decentralisation of product design decisions to the foreign country, so that managers of foreign affiliates have control over operations. Another technique is to use foreign nationals in a consulting capacity to give advice on the design and marketing of new products. Yet another technique is to provide cultural training and indoctrination to managers and their families who are assigned to foreign posts. Cultural sensitivity can also be used as a criterion for selecting individuals to be given foreign managerial assignments. Each aspect of product design – including labelling, colour and function – should be checked with people who are intimately familiar with the foreign culture in order to determine the kind of impact and acceptance the product will have.
3	What does it mean to say the world is becoming ‘borderless’ or that large organisations are ‘stateless’?
The opening years of the 1990s marked some of history’s most dramatic changes – the fall of communism in the Soviet Union and Eastern Europe, the tumbling of the Berlin Wall, the EEC’s long-awaited Europe ‘92, North American strides towards a NAFTA agreement, and even initial steps towards majority rule and the end of apartheid in South Africa. Business and industry worldwide have been especially impacted by the rapid change and dissolving borders brought about by political upheaval and government deregulation in areas such as transportation, communication and financial services. Companies rush to seize opportunities throughout these expanding markets, and both corporations and governments must maintain flexibility and react quickly to the speed of change in an increasingly borderless world.
The changing business and political environment can be seen in the dramatic rise of the ‘stateless’ company. These companies transcend the home country and maintain a worldview with regard to marketing and manufacturing opportunities. A large percentage of sales for these companies are generated outside their home countries. Thus, decisions regarding joint ventures, sales, plant construction, acquisition of resources and workers are made with regard to which country offers the best opportunity with the lowest price. Nestlé’s home country is Switzerland, but the CEO is German, more than half of its general managers are non-Swiss and 96 per cent of Nestlé’s employees are employed in other countries. Sales figures likewise reflect the company’s global impact as 98 per cent of sales come from outside the home country. As trade barriers and national boundaries dissolve, more and more companies will move into the global realm and operate as ‘stateless’ corporations.
4	Do you think it’s possible for someone to develop a global mindset if they never live outside their native country? How might they do that?
In order to reduce the risk of making mistakes when operating in a foreign culture, a manager should analyse the key factors in the international business environment. These include the economic factors (economic development, infrastructure, resource and product markets, per capita income, exchange rates, economic conditions), legal–political factors (political risk; government intervention; tariffs, quotas, and taxes; terrorism and political instability; laws and regulations) and sociocultural factors (social values and beliefs, language, religion (objects, taboos and holidays), demographic profile, formal education and literacy, and time orientation). By having a better understanding of these elements, managers may be able to avoid making mistakes in the first place or at least have a prospective on why things are not working out in the manner in which they desire.
5	What is meant by the cultural values of individualism and masculinity or femininity? How might these values affect organisation design and management processes?
A cultural value of individualism means a value for a loosely knit social framework in which individuals are expected to take care of themselves. 
This is the opposite of collectivism, which is a cultural value reflecting a tightly knit social framework in which individuals look after one another and organisations are expected to protect their members’ interests. 
Australia is an individualistic society in which the organisation and society do not make undue efforts to protect the social and economic interests of individuals. People are left on their own, and this gives them great freedom of opportunity but also freedom to fail. Collectivism is a concern for the collective welfare and occurs in countries such as Guatemala and Denmark. People are not competitive with one another, and the primary value is that organisations should take care of all employees equally. Employees will not compete with one another and will expect to receive benefits even if they do not work hard. In an individualistic country, incentives and rewards can be designed for the individual as a way to induce high performance. In a collective society, individualistic rewards have less impact. Employees will be motivated more by the collective welfare of organisation employees.
Masculinity represents a value for achievement, heroism, assertiveness and material success. Femininity reflects high values for relationships, modesty, caring for the weak and quality of life. In some ways these values are similar to individualism and collectivism. Societies with strong masculine values are Japan, Mexico and Germany. Feminine values are significant in Sweden, Norway and Denmark. Management processes in a masculine society often must be biased towards men and give individuals opportunities for achievement and assertiveness. In a feminine society, equality will be much more important and the organisation must be concerned with quality of life rather than heroic achievements of individuals.
Case studies 
1. Ethical challenge (page 133-134)
AH Biotech
1 Do the clinical trials in Albania. You’ll be able to bring the drug to market faster and cheaper, which will be good for AH Biotech’s employees and investors and good for the millions of people who suffer from anxiety attacks.

The problem with this option is that when the trials end in Albania, free treatment for those patients will be discontinued and they are likely to be too poor to buy the drug even if it was marketed there.
2 Do the clinical trials in the US. Even though it will certainly be more expensive and time-consuming, you’ll feel as if you’re living up to the part of the Hippocratic oath that instructs you to ‘prescribe regimens for the good of my patients according to my ability and my judgement and never do harm to anyone.’

This option may be best if Hassan’s primary concern lies in not violating his own values with regard to the Hippocratic oath and he does not want to, or has doubts about his ability to establish a compassionate use program in Albania after trials there are completed. Of course, if he considers the delay of doing the trials in the US to be doing harm to those individuals who might be able to get the drug sooner if the trials were done in Albania, then this may not be the best option.

3 Do the clinical trials in Albania, and if the drug is approved, use part of the profits to set up a compassionate use program in Albania, even though setting up a distribution system and training doctors to administer the drug, monitor patients for adverse effects, and track results will entail considerable expense.

If Hassan believes the drug will eventually produce adequate profits to pay for a compassionate use program in Albania to continue treatment for those who participate in clinical trials there, and that the drug will be approved following those trials, then this is probably the best option for him. He can get the drug to patients in the US sooner and he will not be abandoning the Albanian patients who participate in the trials, thus upholding his Hippocratic oath in both respects.
2. Considerations for overseas expansion
While at university, a friend of yours developed a computer program that can predict stock price fluctuations faster than any existing products. You and he have built a solid, growing business in Australia selling and servicing this software package to stockbroking firms and (in a lite version), to private investors and ‘day traders’. Sales have recently slowed in Australia because the local market is saturated and mature; upgrades and servicing of existing clients continues to be profitable. As the business owners and founders, you and five other classmates have decided to drive additional growth by expanding into international markets; you must present your answers to the following questions to the class:
1	Which countries will be most attractive to go to in the first instance, and what are the criteria for choosing these?
2	Should your firm go it alone or seek to partner with firms in those countries, or acquire businesses there as a platform?
3	What staffing capability will be required to expand outside Australia?
4	Should you expect that the product will need no adaptation or some changes for foreign markets?
5	Will economic and business conditions, cultures, costs, wages and prices be the same overseas?
6	What are the key risks of overseas expansion and how will you manage them?
7	How can you best plan, organise, lead and control your overseas expansion?

These are big decisions facing two people who had a good idea at uni. Both managers/owners have already shown a high degree of adaptability and innovation. The business is now taking two directions: (1) maintenance and servicing and (2) building the market. 
Students could be encouraged to think about ethnocentrism – the comfort and certitude we feel with our own culture. That makes it difficult to consider going into markets with different cultures.
Where do they go from here with market entry strategies? Some strategies they might consider are: 
· global outsourcing (sometimes called global sourcing). The business would engage in the international division of labour in order to obtain the cheapest sources of labour and supplies, regardless of country.
· exporting. The organisation maintains its production facilities within Australia and transfers its products for sale in foreign countries. A form of exporting to less-developed countries is called countertrade, which is the barter of products for other products rather than their sale for currency.
· licensing. An organisation in one country makes certain resources available to organisations in another in order to participate in the production and sale of its products abroad. Franchising is a form of licensing in which the franchisor provides foreign franchisees with a complete package of materials and services.
· direct investing. The organisation is involved in managing its production facilities in a foreign country. A joint venture is a variation of direct investment in which an organisation shares costs and risks with another firm to build a manufacturing facility, develop new products, or set up a sales and distribution network. Another variation of direct investment is a wholly owned foreign affiliate, a foreign subsidiary over which an organisation has complete control. A greenfield venture is the most risky type of direct investment and involves a company building a subsidiary from scratch in a foreign country.

In addition, the owners must consider what they want from this business: just profit and gain, or is lifestyle also to be considered?

The fundamental tasks of business management, including the financing, production and distribution of products and services, do not change in any substantive way when a firm is transacting business across international borders. The basic management functions of planning, organising, leading and controlling are the same whether a company operates domestically or internationally. The difference between domestic and international management is that managers will experience greater difficulties and risks when performing these management functions on an international scale.

Why is that so? The economic, legal–political and sociocultural sectors present the greatest difficulties. The economic environment represents the economic conditions in the country where the international organisation operates. This part of the environment includes factors such as economic development, infrastructure, resource and product markets, exchange rates, inflation, interest rates and economic growth. These factors contribute to how attractive a particular country’s environment is in terms of doing business there.

Businesses must deal with unfamiliar legal–political systems when they go international, as well as with more government supervision and regulation. Some of the major legal–political concerns affecting international business are political risk, political instability, and laws and regulations.The sociocultural environment includes a nation’s culture and social values. Culture includes shared knowledge, beliefs and values, as well as the common modes of behaviour and ways of thinking among members of a society. Cultural factors are more perplexing than political and economic factors in foreign countries. Culture is intangible, pervasive and difficult to learn. 
It is absolutely imperative that international businesses comprehend the significance of local cultures and deal with them effectively. For example, is it better to send Australian managers and staff or use domestic staffing? Should their management style change to accommodate differences in the culture? Will those adaptations mean challenges to their ethics and the way they would like their company to carry out its business?

Cultural intelligence (CQ) refers to their ability (and that of their Australian staff) to use reasoning and observation skills to interpret unfamiliar gestures and situations and devise appropriate behavioural responses. CQ includes three components that work together: cognitive, emotional and physical. Developing a high level of CQ enables a person to interpret unfamiliar situations and adapt quickly in a culturally appropriate way. Managers will be most successful in foreign assignments if they are culturally flexible and easily adapt to new situations and ways of doing things. A tendency to be ethnocentric – to believe that your own country’s cultural values and ways of doing things are superior – is a natural human condition. The key is to be sensitive to cultural differences and understand that other ways of thinking and doing are also valid. 

Managing in a foreign country is particularly challenging both personally and professionally. Managers working in foreign countries must be sensitive to cultural subtleties and understand that the ways to provide proper leadership, decision making, motivation and control vary in different cultures. In other words, they need to tailor or adapt their management style to the culture of the country in which they are working. The need for personal learning and growth is critical. Many companies considering this sort of expansion avail themselves of cultural awareness courses; they check their own beliefs and values about other cultures; they are pushed to consider their ethics and business practices. 
3. Case for critical analysis
We Want More Guitars! (page 134-135)
1 How accurate is Adam Wainwright’s analysis of the situation at Guitarras Dominguez? Do you think craftsmanship is incompatible with increasing productivity in this company? Why or why not?
Adam Wainwright’s analysis of the situation at Guitarras Dominguez is not accurate. Adam does not understand the working and management at Guitarras Dominguez. There are major differences in social values between Guitarras Dominguez in Spain and Adam Wainwright’s work place in the US. Craftsmanship is incompatible with increasing productivity in this company as each guitar is a creation rather than a streamlined product. At Guitarras Dominguez, craftsmanship is given paramount importance, not productivity. 
2 What social values are present in Guitarras Dominguez, that seem different from US social values (see Exhibit 4.4 and Exhibit 4.5)? Explain.
The social values present in Guitarras Dominguez are quite different from US social values. There is greater emphasis on high performance in the US whereas in Spain the emphasis is on loyalty and belonging.
3 What do you recommend Adam do to increase production in a business setting that does not seem to value high production?
Adam should communicate more with Salvador and explain the need for increased production. In a business setting that does not seem to value high production, Adam should not suggest anything about the operations in the US. Rather, he should ask Salvador what best can be done to increase production in the Spanish set up.

Part II. Managing Ethics and social responsibility

1. In September 2013, Tokyo Electric Power Company (Tepco) reported highly contaminated water leaking from a storage tank at the Fukushima nuclear power plant crippled in the March 2011 earthquake and tsunami. From what you know of the ongoing Fukushima disaster, discuss the various stakeholder groups that Tepco should respond to in order to handle this latest crisis.

Students should first familiarise themselves with the case, including any recent information: http://www.reuters.com/article/us-japan-fukushima-leak-idUSBRE97J02920130820. 
Students should then consider primary stakeholders (i.e. those stakeholders that are internal to the company), including shareholders, customers, suppliers, creditors and employees. Next students should examine the disaster’s impact on secondary stakeholders (i.e. those external to the firm), including the government, the local community, lobby groups (most notably environmental lobby groups) and the media. 
3	Imagine yourself in a situation of being encouraged by colleagues to artificially inflate your expense account to gain access to company funds that you are not entitled to (but everyone in the company does it anyway). What factors do you think would influence your decision?
While many students will likely answer that they would be most affected by their individual moral development, this may be an idealistic exaggeration. 

As pointed out by the text, most managers have not advanced beyond the conventional level of personal moral development, where one feels that good behaviour is living up to what is expected of them by others and the social system.
People at this level would be strongly affected by the cultural values of the organisation. Many people are still at the preconventional level and would act in accordance with their own self-interest. Persons on both of these levels would probably go ahead and inflate their expense accounts. Only persons on the principled level would resist the pressure and not inflate their expense account if they felt it was ethically wrong.
4	Is it socially responsible for organisations to undertake political activity or join with others in a trade association to influence the government? Discuss.
This question is meant to stimulate student discussion, and there is no single correct answer. 
The question is whether organisations should sit back and passively adapt to the external environment or whether they should be assertive and attempt to influence their external environment. Political activities and trade associations are attempts to reduce environmental uncertainty and obtain necessary resources. Political activities do not violate the economic, legal or ethical responsibilities of the organisation. Unless the organisation is breaking laws, bribing officials or engaging in some other inappropriate behaviour, it may make its views known and attempt to move in an appropriate direction. An organisation unwilling to be assertive with respect to the external environment may ultimately lose out to competitors.
8	Which do you think would be more effective for shaping the ethical behaviour in an organisation: a written code of ethics combined with ethics training or strong ethical leadership? Which would have more impact on you? Why?
This question is designed to stimulate discussion, and students are likely to express differing opinions. 

Strong ethical leadership by example is crucial for effective ethics policy and practice in organisations. In support of this point of view, a US study looking at successful, ethical companies found that this was the clearest point to emerge from the research. Top managers can send a very unambiguous message through words and, in particular, actions about what values and behaviours are supported by the organisation. However, on its own, leadership by example may not be enough. To be most effective, it must be supported by appropriate measures such as codes of ethics and ethical structures, such as an ethics committee. The code of ethics communicates clearly and in writing to all organisational stakeholders the ethical and social values for which the organisation stands. An ethics committee provides an outlet through which questionable activities can surface and be discussed and, hence, provides guidance to organisation members. The code of ethics and ethics committee are an effective way to define and communicate the organisation’s values both inside and outside the organisation.

1. Ethical challenge
What is right?
1	Use the guidelines in the Management in Practice: ‘Guidelines for ethical decision making’ to determine the appropriate behaviour in these cases. Do you have all the information you need to make an ethical decision? How would family and friends react to each alternative if you were in these situations?
Students are encouraged to review the list of seven guideline questions in the Management in Practice box and apply them to each ethical situation in the case example. Through discussion, students may ultimately decide that one course of action is better than another. The guideline questions also lead students to understand that more information may be available in a real-life ethical dilemma than in this case presentation. Moreover, knowing that family or friends may learn about real-life actions sometimes causes people to undertake different behaviour. Through this type of analysis, the first and the third ethical dilemmas are probably the most difficult to resolve. Suggested alternatives are 1(d), 2(c), 3(c), 4(d), 5(c) and 6(c).
2	Which approach to ethical decision making – utilitarian, individualism, justice or moral rights – seems most appropriate for handling these situations?
Because this question asks for an opinion, answers will vary. It should help students to see the differences in the four approaches. 

Students may be divided between individualism and the justice approach for the first question regarding the employee with AIDS; their opinions may depend on their stance on the individual’s best long-term interest and the argument for equity, fairness and impartiality. 

The second question affects everyone in the department, so students may readily select the utilitarian approach as the appropriate response. 

In situation three, concerns for the tragic personal circumstances of the employee will likely lead many students to select individualism

While for question four, students may lean towards individualism in order to assist a co-worker in facing the truth.

Number five again addresses concerns for the greatest good for the greatest number, but some students may argue for the moral rights approach because individual rate payers have rights that cannot be taken away or ignored by company actions. 

Situation six may be the most difficult for students because two companies are involved, although fairness (the justice approach) may carry the argument.
Case for critical analysis (pages 167-168)
Too much intelligence?
1 How has Ken Bodine shaped the sales culture at InPace Solutions? Do you consider this culture to be at a preconventional, conventional or postconventional level of ethical development? Why?
InPace Solutions’ culture mirrors that of Bodine: energetic, innovative, aggressive, competitive and even ‘sneaky’. The culture is most in line with the postconventional level of ethical development. At this stage, the individual is guided by an internal set of standards and values, and will even disobey regulations or laws that violate these principles. Internal values are more important than the expectations of significant others. When Cody obtains information that he should not have and then brags because he believes he will be rewarded for his research, this is a prime example of the postconventional stage of ethical development.
2 What should Ali Sloan do? What would you do if you were in her place? Explain.
Ultimately, Ali should do the right thing. However, the ‘right thing’ might be what is best for Ali, for InPace Solutions or for Raleigh-Tech (InPace Solutions’ competitor in Cody’s report). Her decision to proceed can have devastating consequences for herself, Cody and InPace Solutions, especially for Ken Bodine who may be seen to have encouraged such behaviour. 
Students should discuss not only what they would have done but also their motivations for engaging in such behaviour.
3 How might Cody Rudisell’s decision differ if he based it on the utilitarian approach vs individualism approach vs practical approach to ethical decision making? Which approach does he appear to be using? 
The utilitarian approach holds that moral behaviours produce the greatest good for the greatest number. In this approach, a decision maker is expected to consider the effect of each decision alternative on all parties and select the one that ensures satisfaction for the greatest number of people. 
The individualism approach contends that acts are moral when they promote the individual’s best long-term interests. 
The practical approach bases decisions on prevailing standards of the profession and larger society, and takes the interests of all stakeholders into account.
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